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SUBJECT: GATT COUNCIL DISCUSSION OF ZENITH CASE 

REE: GENEVA 3127 

1 . IN CONVERSATION WITH ECONMIN TRADE POLICY OFEICIAL 
ON MAY 4, EMBOFE LEARNED THAT EC COMMISSION PLANS TO 
MAKE STATEMENT ON THE U.S. COURT DECISION IN THE ZENITH 
CASE AT THE MAY 23 GATT COUNCIL SESSION. THE COMMISSION 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 BONN 07923 062321Z 

PLANS TO INTERVENE AFTER THE JAPANESE, MAKING A STATE- 
MENT WHICH WILL TAKE NOTE OF THE CONTINUED GRAND- 
FATHERING OF U.S. COUNTERVAILING DUTY LEGISLATION AND 
DEPLORE THE SITUATION IN WHICH ONE GROUP OP GATT 
MEMBERS MUST LIVE BY ONE PARTICULAR SET OF RULES WHILE 
ANOTHER GATT MEMBER IS PERMITTED TO LIVE BY ANOTHER 
SET OP RULES. 
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2. SOURCE EXPLAINED THAT A LONG-TERM U.S./EC UNDER- 
STANDING EXISTS UNDER WHICH THE U.S. AGREED NOT TO 
ATTACK THE COMMUNITY'S AGRICULTURAL TRADE POLICY IN 
GATT WHEN U.S. INTERESTS WERE NOT DIRECTLY AEFECTED, 

AND THE EC IN TURN WOULD NOT ATTACK THE GRANDFATHERING 
OE THE U.S. COUNTERVAILING DUTY CODE. THE COMMISSION 
RELIEVES THAT THIS UNDERSTANDING HAS BEEN ERODED, 
ALLEGEDLY BY U.S. SUPPORT GIVEN TO GATT PANELS ON EC 
POLICIES, ONE OE THESE CONCERNING TOMATO PASTE. 

EEELING THAT IT IS UNDER ATTACK, THE COMMISSION HAS 
DECIDED TO TAKE THIS OPPORTUNITY TO RESPOND. 

3. SOURCE SAID THAT THE ERG DOES NOT BELIEVE MUCH CAN 
BE ACHIEVED BY SUCH LEGALISTIC BATTLES, AND THAT IT 

IS ALSO CONCERNED ABOUT THE DANGER OE ESCALATION. WHEN 
THE COMMISSION EXPLAINED ITS INTENTIONS TO MEMBER 
STATES (PRESUMABLY AT APRIL 29 MEETING OF 1 13 COMMITTEE), 
SOURCE SAID THAT HE MADE IT CLEAR THAT COMMISSION 
SHOULD NOT GO EURTHER THAN MAKING STATEMENT OUTLINED 
IN PARA 1 ABOVE. 
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